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Agenda

 Segmentation: How to divide the market?

 At the macro level: Cross-country segments

 At the micro level: Within-country segments

 Targeting: 

 Which segment(s) to focus on?

 Positioning: 

 How to communicate to the target?

 Unique and consistent positioning in each segment
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Why segment?

 To deal with the structure of heterogeneity in 

consumer needs and wants across borders

 Better matching of products to customers

 To find some homogenous clusters of consumers 

who are likely to exhibit similar responses to 

marketing efforts

 Reduced costs of marketing

 To focus on best segments
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Assessing the heterogeneity 

in a population



International Marketing - 2010

Session 4– page 6

Segmentation

Dimension 1

D
im

e
n

s
io

n
 2



International Marketing - 2010

Session 4– page 7

Segmentation

Dimension 1

D
im

e
n

s
io

n
 2

Between-customer distance
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Determining clusters and 

cluster centers
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Segmentation
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AIM 1:

Minimizing within-cluster distance
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AIM 2:

Maximizing between-cluster distance
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Segmentation

Which refinement level to consider? Segmentation level

 Macro: country segments

 Micro: consumer segments

Which distance(s) to consider? Segment basis

 General basis

 Domain-specific basis

Which iterative method to use to find the segment? 

Segmentation method
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Segmentation Level

 Macro: country segments
 Clusters of (multiple or single) 

countries that follow national 
borders

 Multi-domestic strategy: each 
country is a separate segment

 Distinct marketing mix strategies 
and positioning at the national 
level

 Condition: high within-country 
homogeneity

 Advantages:

 Accessible segments

 Cost effective through 
centralization of activities

 Easy to implement, no 
coordination required

 Micro: consumer segments
 Clusters of consumers that can 

cross/transcend national borders, 
or that exist within a particular 
country

 Pan-regional or global strategies

 Condition: low within-country 
homogeneity

 Advantages:

 Global integration

 Economies of scale and scope

 BUT less cost efficient from a 
logistics perspective

 Effectiveness from a proper 
adaptation

Or both macro and micro together, in a 

two-stage framework (Bijmolt et al., 2004)
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Bijmolt et al. (2004)
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Country Segments
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Consumer Segments

Increased ownership

Cross-

national 

potential

Homogeneity in a segment

Consumer Profile
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Role of Demographics

Link consumer profiles with demographics => OPERATIONALIZATION
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Segmentation Bases

 Set of characteristics that is used to assign consumers to segments.

 Requirements:

 Identifiability: what distinguish them?

 Substantiality: is the segments’ size large enough? What is the size of 

each segment? how many people belong to each segment?

 Accessibility: can the segments be reached with promotional and 

distributional efforts? How to distribute and communicate with each 

segment? Which media should be used to target each segment?

 Stability: are the segments stable over time?

 Actionability: are the segments a good basis for the formulation of 

effective marketing strategies?

 Responsiveness: Do the segments respond homogeneously to 

marketing efforts targeted at them?

 Equivalence Issues: see Session 7.
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Segmentation Bases (II)

 General bases:

 Independent of the domain in question

 Observable:

 Geographic: regions (Middle East, 

Oceania) or trade blocs (EU, NAFTA)

 Socio-demographic: population size, 

(median income), age, education, 

language, infant mortality, life 

expectancy

 Economic: level of development, 

infrastructure, GDP (growth), per capita

 Unobservable:

 Cultural: Hofstede, Schwartz values

 Lifestyles: VALS value-attitude-lifestyle 

(Euromonitor)

 Domain-specific bases:

 Types:

 Product diffusion patterns

 Means-end chains, benefits 

sought

 Usage: heavy vs. light

 Financial product ownership

 Brand loyalty (e.g. churn study)

A combination of multiple criteria, 

or a two-stage segmentation, 

can be used
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Ter Hofstede et al. (1999)

 Question:

 How to adapt the product development and communication 

strategy to different countries?

 Goal:

 Find different cross-national segments to which the company 

can offer a uniform product development and communication 

strategy

 How:

 Segment individual-level (micro) data across multiple countries 

using MEC as segmentation basis

=> Consumer-Oriented View (not product-oriented view)
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Means-End Chain Segmentation

 Means-end chains:

 Product attributes are means for consumers to obtain desired ends, 

namely values, through the benefits yielded by those attributes

 E.g. Diet coke: 

Low Calorie  Weight Control  Feel Good & Show others I care 

about my appearance  Self-Esteem

 Important for 

 Product development, e.g. Coke Zero for men

 Communication strategy, e.g. Show positive message on appearance
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Several communication 

msgs are possible
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One clear positioning 

possible

“Pleasure - Fun”
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Multiple positionings are 

possible

“Healthy – Feel Good” 
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Multiple positionings are 

possible

“Safe” 
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Role of Customer Characteristics
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Evaluation of the Segmentation Bases

Bases

Criteria

Identifiability Substantialilty Accessibility Stability Actionability Responsiveness

General 

observable
++ ++ + ++ - -

General 

unobservable

Values + + - ++ - +/-

Lifestyle - + +/- - +/- +/-

Domain-

specific
+/- + - +/- ++ ++

First stage

Second stage
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Short Quiz…

General of domain specific?

Country or consumer segments?

 Segmentation bases:

 Survey on food habits for 500 consumers across 3 regions

 Hofstede’s cultural values for 10 countries

 National sales over 6 years of 5 consumer durables in 5 countries

 Means-end chain survey based on 450 consumers on yogurt consumption in 4 

countries

 Consumer confidence Indicators in the European Union

 Sensory attributes of flavored soda for 1000 consumers across the US

 Brand loyalty ratings on bath soap in 15 Dutch supermarkets

 GDP over 10 years in 35 countries
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Segmentation Methods

 Aim:

 Maximize within-segment homogeneity

 Maximize cross-segment heterogeneity

 A priori segmentation 

 Post-hoc methods

 Cluster analysis  TODAY

 Factor analysis

 Finite mixture model

 Decision trees analysis
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Cluster Analysis

X1 X2 … Xp Cluster1 Cluster2

Obs. 1 1 0

Obs. 2 0 1

Obs. 3 1 0

… 0 1

Obs. i 1 0

… 0 1

Obs. n 0 1

Data file

Cluster 1

Cluster 2
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Example

 Study of consumers’ risk aversion and propensity to buy 

a high-tech product

Consumer
Risk aversion

(from 1-high to 10-low)
Propensity to buy

(from 1-low to 10-high)

A 2 6

B 3 9

C 7 1

D 8 5

E 2 2

1x 2x
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Example: Visual Representation
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Example: Distances Computation (II)

 Study of consumers’ risk aversion and propensity to 

buy a high-tech product

 With n observations, we compute distances

 E.g. here 5x4/2=10 distances

Consumer

A 2 6

B 3 9

C 7 1 …

D 8 5 …

E 2 2 …

   2,2,2

2

,1,1 BABAAB xxxxd 1x 2x

    16.36923
22
ABd

 
2

1nn

    94.89137
22
BCd
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Example: Non-Hierarchical Clustering

 Known as k-means clustering

 Choose a priori an appropriate number of clusters, e.g. 2 clusters

 Compute each observation’s seed and select the extreme ones

Consumer
Seed (      +       )

A 2 6 8

B 3 9 12

C 7 1 8

D 8 5 13

E 2 2 4

1x 2x 1x 2x

MAX

MIN
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Example: Non-Hierarchical Clustering (II)
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Targeting Strategies

SEGMENTATION

Universal 

Cross-national segment(s)

Unique 

Within-country segment(s)

P

O

S

I

T

I

O

N

I

N

G

Standardization

Uniform positioning
Ikea

KPMG

(Majors  vs. SMEs)

Adaptation

Customized positioning

Pampers 

(happiness vs. 

convenience)

Rabobank

(online vs. traditional)
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Uniform Positioning

Universal Segment

US market

EU market
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Differentiated Positioning

Different Segments

The Netherlands

Belgium


